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capital inflows have produced ah influx of foreign exchange 

WHICH HAS ADDED TO INTI AT lONARY PRESSURES. IN FACT. AS 
PERCENT OF THE CURRENCY ISSUE THIS YEAR HAS BEEN DUE TO 

external inflows of capital, however, these ARE not IN- 

SURMOUNTABLE DIFFICULTIES AND IT IS CRITICAL THAT ARGENT IHA 
CONTINUE f IRMLY ON THE TREND OF THE PAST FEW YEARS TOWARD 
ECONOMIC STABILIZATION. 

i. ids Resolutions, sdlomon mentioned that he had been 

CONCERNED BY THE FACT THAT THE RESOLUTION ON THE IDS 
PRESIDENT'S SALARY HAD BEEN RAISED FOR VOTE AT THE FIRST 
SESSION BY ARGENTINA WITHOUT PRJOR NOTIFICATION TO I«£ 

U,S. DELEGATION. HE OBSERVED THAT IOB REGULATIONS CALLED 
FOR PRIOR NOTIFICATION AKD THAT THIS RULE, WHICH 
APPARENTLY HAD FALLEN INTO DISUSE, SHOULD BE RtJ NVIGOAATED. 
HE SUGGESTED THAT SECRETARY BLUNENTHAL SEnO A LETTER TO 
THE OTHER IDB GOVERNORS OH IMPlEMENTATl ON OF JOB REGULA- 
TIONS AND INQUIRED WHETHER ARGENTINA WOULD SUPPORT THIS 
INITIATIVE. MART INEZ OF HOZ REPLIED THAT HE THOUGHT THAT 
THE US DELEGATION HAD BEEN PREVIOUSLY INFORMED OF THE 
RESOLUTION, HE APOl OGI2ED )F THERE HAD BEEN ANY MISUNDER- 
STANDING AND PROMISED TO SUPPORT THE U. S. ON THIS ISSUE. 



E. 0. 1206S: CDS 6/J/n HOLLIS, EDWARD W. ) 

TAGS: ETRD. EF IN, EA/D. ID* 

SUBJECT: BILATERAL WITH ARGENT IHA AT THE 10$ ANNUAL MEETING 

1. UNDER SECRETARY OF TREASURY SOLOMON AND OTHER 0. S. 
DELEGATION REPS BUSHHfLL, DUHGAN, FlNKEl AND SWEENEY MET 

with finance minister martinet de hoz and other argentine 

DELEGATION REPS, DANTE SIMON, SOLA, ZUBARAN, AND IAREZZA. 
TOPICS DISCUSSEO INCLUDED ARGENTINA'S ECQMC'UC SITUATION, 


HUMAN RIGHTS, IDB PROCEDURAL CUE ST I OHS, A OOU0IE TAXATION 
TREATY, EXPORTS OF HIDES FROM ARGENTINA, AND DEFINITIONS 
ON lending TO THE POOR. 

2. INC AfttjENt I HE ECONOMY. MART I K£Z OE HOI 01 _hED WITH A 
SKETCH OF ARGENTINE ECONOMIC PROGRESS OVER THE PAST THREE 
YEARS. HE POINTED OUT THAT WHEN ^Ht NEW GOVERNMENT ACCEGEO 
TO POWER IN 1 S 76, INFLATION UAS 9$0 PERCENT AND ONLY IS 
PERCENT Of GOVERNMENT EXPENDITURES WERE COVERED BY TAXES. 

- SINCE THAT TIME, IT HAS BEEN NECESSARY TO REVERSE THE 
ENTIRE OtfiCCTJCN OF THE ECONOMY EY OPENING IT, FREEING THE 
EXCHANGE RATE A?<0 INTEREST RATES, SHIFTING L.YPHAStS TO 
PRIVATE ENTERPRISE TO SPUR GROWTH, AND REDUCING THE BUDGET 
DEFICIT AS A SHARE O r GDP. THESE MEASURES HAVE WORKED 
WELL AS REFLECTED BY A LARGE TRADE SURPLUS LAST YEAR, A 
RAP JO INCREASE IN FOREIGN EXCHANGE RESERVES To 17 B CL ION, 

AND AN EXPANSION IN THE INTERNAL SAVINGS RATE TO 23 
PERCENT OF GDf. AT THE SAME TIME, ARGENTINA IS NOV 50 
PERCENT SELF-SUFFICIENT IN ENERGY AND IT IS IN THE PROCESS 
OF GREATLY INCREASING /TS HYDRO BASED ENERGY SURPLUSES, IN 
PART THROUGH A LARGE HYDRO PROJECT AT YACYRfTA FOR WHICH 
tOANS FROM THE JOB AND IBRD PLAY A PART. THE IBRD LOAN 
WILL COME TO THE BOARD tM JUNE If PROBLEMS WITH PARAGUAY 
ARC RE SOLVED. 

3. THE MINISTER CAUTIONED. HOWEVER, THAT SOME PROBLEMS 

REMAIN. THE MOST DIFFICULT ONE 1$ INFLATION WHICH 1$ STILL 

RUNNING IT 150 PERCENT. THIS t S llSGELf OUE TO CONTINUED 

INFLATIONARY EXPECTATIONS WHICH HAVE BUILT UP OVER THE FAST 

RfEV DECADES AND, DESPITE CONSIDERABLE PROGRESS, IT IS 
ST III DIFFICULT TO CONVINCE PEOPLE THAT THE RULES OF THE 
MITE ARE CHANGING. ALSO, THE BALANCE OF TRADE SURPLUS ANO 


S. HUMAN R:Gm. BUSHNELi SAID THAT THE U. S. NAD BEEN 
ENCOURAGED BY THE DECLINE (N PERSONS DISAPPEARED U ARGEN- 
TINA SINCE JANUARY, BUT THAT TWO MAJOR PROBLEMS STILL 
REMAINED: tt) THE OVER 2S80 POLITICAL PRISONERS; AND 

18) INFORMATION ON THOSE PEOPLE WHO HAVE DISAPPEARED ANO 
LACK OF MOVEMENT IN THE LEGAL PROCESS WITH RELATION TO 
THESE INDIVIDUALS. HE ADDED THAT SEVERAL LISTS OF MISSING 
PERSONS HAD BEEN PUBL fSNED BUT NOT EVERYONE ON TP r S£ LISTS 
IS REALLY MISSING. HOWEVER, BECAUSE ARGENTINA HAS DONE 

SO LITHE TO MAKE INFORM AT ION AVAILABLE WITH REGARD TO 
THESE LISTS, THE IMPRESSION IN THE U. S. IS THAT 13,000 TO 
16,000 INDIVIDUALS HAVE DISAPPEARED. 

6. MARTINEZ DE HOZ EXPLAINED THAT ARGENTINA HAD GONE 
THROUGH A PERIOD OF I OR 3 YEARS OF TERRORIST ACTIVITY 
AND THAT MANY PERSONS NAD DISAPPEARED DR WERE KILLED 
BECAUSE Of THE FIGHTING, PRIVATE VENDETTAS, AND LEAVING 
THE COUNTRY. ME ADDED THAT JUDGES PREVIOL JLY HAD BEEN 
FORCED TO RELEASE TERRORIST SUSPECTS FOR FEAR OF REPRISALS, 
BUT OVER THE PAST YEAR THEY HAD AGAIN BEGUN TO CONVICT 
PEOPLE THROUGH THE NORMAL LEGAL PROCESS. HE STATEO THAT 
THE MOST IMPORTANT ADVANCE NAD BEEN THE RE INTRODUCTION Of 
'OUE PROCESS OF 'AST WHEREBY DETAINEES EITHER ARE RELEASED, 
GIVEN THE OPTION 70 UAVE THE COUNTRY, OR TURNED OVER TO 
THE COURTS. FOR EXAMPLE, 7? PEOPLE HAD RECENTLY BEEN 
RELEASED BECAUSE TNEY WERE ONLY MINOR SUSPECTS. HE ADDED 
THAT THERE WERE STILL MORE THAN 2,000 PERSONS UNDER DETEN- 
TION AND THEIR NAMES HAD ALL BEEN MADE PUBLIC. HE ALSO 
OBSERVED THAT THERE WILL ALWAYS BE A RESIDUE Of MISSING 
PERSONS, SOME OF VMOlt WERE HIDING IN ARGENTINA OR ABROAD, 
ABOUT WHOM THE GOVERNMENT JOES NOT KNOW TWffR WHEREABOUTS. 

7. SOLOMON INQUIRED WHEN THE BACKLOG OF DETAINED PERSONS 
MIGHT BE CLEANED UP. MARTINEZ OE M02 RESPONDED THAT A 
FULL TIME COMMITTEE WAS WORK I KG OH THIS, BUT THAT SOME 
CASES WERE VERY DIFFICULT SUCH AS THOSE INDIVIDUALS WHO 
HAD BEEN CONVICTED OF TERRORIST ACTS BY THE REGULAR JUDI- 
CIAL PROCESS BUT RELEASED UNDER THE PERON AMNESTY. 

HE ALSO STATED THAT PROPAGANDA BY ARGENTINE TERRORISTS 
LIVING ABROAD WAS MAKING THE SITUATION MORE DIFFICULT. 
SOLOMON OBSERVED THAT THE BEST WAY TO ANSWER SUCH 
CRITICISM WAS TO MOVE AHEAD RAPIDLY OH AS MANY CASES AS 
POSSIBLE. 


1 BILATERAL TAX TREATY. MARTINEZ DE N02 INDICATED THAT 
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Iff HOPED THAT PROGRESS WOULD BE MADE ON CONCLUDING A DOUBLE 
TAXATION TREATY VUR THE O.S. 1AREZZA STATED THAT AN 
AGREEMENT IN PRINCIPLE NAD BEEN REACHED AND THAT IT WAS 
BEING CIRCULATED FOR PUBLIC COMMENT IN THE U.S. BUSHNELL 
OBSERVED THAT THE NEXT MEETING ON THE TAX TREATY WOULD BE 
IN JULY AND HE HOPED THAT FURTHER PROGRESS WOULD BE MADE 
nr THAT TIME. 


a. HIDE EXPORTS. SOLOMON UOUJftlB ABOUT EXPORTS OF RAW 
HIDES FROM ARGENTINA. MARTINEZ DE HOZ REPLIED THAT 
ARGENTINA HAD MADE EVER T EFFORT TO OPEN ITS ECONOMY, REDUCE 
SUBSIDIES, LIFT IMPORT PROHIBITIONS, AND REACH AGREEMENT 

IN THE GATT NEGOTIATIONS. HOWEVER, THE CASE OF HIDES WAS 
DIFFICULT BECAUSE BRAZIL AND URUGUAY WERE PURCHASING 
ARGENTINE HIDE EXPORTS, THEN FURTHER PROCESSING THEM FOR 
RE-EXPORT. SINCE BOTH OF THE. COUNTRIES OFFER LARGE SUB- 
SIDIES TO THEIR PRODUCERS, THIS REPRESENTED UNFAIR COMPE- 
TITION FOR ARGENTINE PRODUCERS OF THE PROCESSED PRODUCT. 
BUSHNELL NOTED THAT BRAZIL AND URUGUAY WERE REDUCING THEIR 
SUBSIDIES AND AS THEY DID SO THE PROBLEM FOR ARGENTINA 
SHOULD DISAPPEAR, AS 17 WOULD IF BRAZIL AND URUGUAY 
ALLOWED THE EXPORT OF RAW HIDES. MARTINEZ OE K0Z AGREED. 

JB. DUNGAN MENTIONED THAT THE U. S. WOULD LIKE TO MOVE 
AHEAD RAPIDLY ON DEFINITION Of LOW INCOME GROUPS FOR IDB 
LENDING PURPOSES. MARTINEZ DE HtJZ CONCURRED, BUT SAID 
THAT IT WOULD HOT BE POSSIBLE TO TARE A COUNTRY Br COUNTRY 
APPROACH BASED ON PER CAPITA INCOME BUT RATHER 17 SHDUID 
- BE LOOKED AT IN TERMS OF ZONES AND REGIONS, SINCE 7fi PER- 
CENT OF THE POOR IN LATIN AMERICA LIVED IN BRAZIL, MEXICO, 
AND VENEZUELA. ALSO, ARGENTINA STILL HAD POCKETS OF 
POVERTY. HE FURTHER SSTATED THAT IT IS SOMETIMES 
“ DIFFICULT TO SEPARATE ECONOMIC AND SOCIAL PROJECTS BUT 
THAT EVERY EFFORT SHOULD BE MADE TO WORK OUT APPROPRIATE 
_ GUIDELINES ON THIS ISSUE. W ALICE 
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